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What Does Post-COVID Recovery Look Like for 

Orthopedics? Key Considerations for Practice Leaders 

 

 By William B. Hanlon III

Prior to COVID-19, the future looked 

bright for orthopedics, one of the 

fastest-growing healthcare 

segments and a market described as 

“white hot” less than a year ago. 

Globally, experts projected the 

orthopedics market would grow 

from $52.8 billion in 2017 to $66.2 

billion by 2023, driven by demand 

for orthopedic care from aging-yet-

active Baby Boomers, increased 

awareness of small-joint implant 

options, and technological 

innovations that empower surgeons 

to provide care with a greater 

degree of precision than ever 

before.  But the coronavirus 

outbreak hit orthopedic practices 

especially hard, prompting some 

practices to examine what it will take 

to protect their long-term future. 
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Is it time to restructure 

orthopedics? Understanding 

the ways in which patient 

demand—particularly among 

Baby Boomers—has been 

impacted by COVID-19 will 

be critical to determining an 

orthopedic practice’s future. 
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Pre-COVID-19: A Position of 

Strength for Orthopedics 

Before the COVID-19 pandemic, 

projections around the long-term 

need for orthopedic care were 

astounding. Demand for hip 

replacements, particularly among 

Baby Boomers, was expected to 

grow 174 percent by 2030, and 

experts predicted demand for knee 

replacements would rise 673 percent 

in the same period. Meanwhile,  

compensation for orthopedic 

surgeons was high—and so was 

income from ancillary services. For 

some practices, income from 

ancillary services such as imaging, 

physical therapy, and durable 

medical equipment could total as 

much as 20 percent of an orthopedic 

practice’s operating income.  

Strong orthopedic industry 

fundamentals—from high demand 

for orthopedic procedures to 

reimbursement advantages (with 

more procedures approved to be 

performed in outpatient settings), 

the move toward lower-cost settings 

for surgical care (including 

ambulatory surgery centers owned 

by orthopedic physicians), and cash 

flow from ancillary services—

attracted strategic investors and 

private equity firms. As a result, 

orthopedic practice valuations were 

strong.  

But the move toward value-based 

payment, combined with rising 

administrative costs and the expense 

of regulatory compliance, was 

expected to push more orthopedic 

groups toward partnership, whether 

in the form of an affiliation or a 

merger. Recent acquisitions initiated 

before the pandemic include: 

▪ Banner Health’s acquisition of 

Phoenix Orthopedic Associates in 

December 2019—with four 

orthopedic surgeons and a nurse 

practitioner practicing from two 

offices in Arizona's West Valley 

as well as Banner's surgery 

centers and its Thunderbird 

Medical Center—and its 

acquisition of The Orthopedic 

Clinic Association (“TOCA at 

Banner Health”) in Spring 2020, 

adding 18 orthopedic physicians 

and nine physician assistants to 

Banner’s metropolitan Phoenix 

team 

▪ Orlando Health’s acquisition of 

Jewett Orthopaedic Clinic in 

January 2020, a move that will 

position Orlando Health to open 

one of the only orthopedic-

specific hospitals in the 

Southeast, the Orlando Health 

Jewett Orthopedic Hospital, a 

195,000-square-foot inpatient 

facility set to open in 2023; under 

the deal, 25 orthopedic 

physicians and 13 advanced 

practitioners joined Orlando 

Health 

▪ The merger of Florida 

Orthopaedic Institute with 

Orthocare Florida in Spring 2020, 

creating the largest orthopedic 

group in Florida, with more than 

150 providers, eight affiliated 

ambulatory surgery centers, and 

two orthopedic urgent care 

centers 

Post-COVID-19: A Time of 

Sudden Distress for 

Orthopedics 

The level of uncertainty generated 

by COVID-19 plunged orthopedic 

practices into a state of turmoil. 

Postponement of elective and non-

emergent procedures during the 

coronavirus outbreak—designed to 

help contain the spread of the 

coronavirus and preserve vital 

healthcare resources for the sickest 

patients—had a devastating effect 

on orthopedic surgery volumes. 

Before COVID-19, orthopedic 

groups averaged 700 elective 

surgeries per month. By April 2020, 

orthopedic surgeries fell 61 percent, 

to 273 surgeries per month. Because 

elective surgeries comprise 73 

percent of an orthopedic practice’s 

total volume, orthopedic groups‘ 

revenue from March through May 

was likely less than the amount 

needed to cover monthly expenses 

as they waited for restrictions on 

surgeries to be lifted, an American 

Alliance of Orthopedic Executives 

analysis shows.  

Although orthopedic surgeries are 

resuming in many markets across 

the country, the extent to which 

patients will return for care—which 

will be critical to profitability—is 

uncertain. Several barriers stand in 

the way of orthopedic practices’ 

return to normal. For example, some 

patients are fearful of returning to 

either a hospital or an outpatient 

setting. One recent survey shows 

Baby Boomers—the largest 

consumers of joint replacement 

surgeries, with hip replacements 

alone nearly doubling from 2000 to 

2014—are significantly less likely to 

seek inpatient care in the immediate 

aftermath of COVID-19.  

In markets that have lifted 

restrictions on non-emergent care, 

just 32 percent of Baby Boomers and 

22 percent of the Silent Generation 

who postponed inpatient care due 

to the coronavirus outbreak had  
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returned to hospitals for inpatient 

care, compared with 72 percent of 

Millennials and 56 percent of Gen 

Zers. Outpatient visit volumes fared 

better among Baby Boomers and 

the Silent Generation, with recovery 

of 53 percent and 52 percent of lost 

volume among these generations, 

respectively. 

Careful examination of orthopedic 

volumes following the Great 

Recession of 2008 is instructive in 

gauging orthopedic practices’ path 

to financial recovery following 

COVID-19. After the recession, 

demand for elective surgeries fell as 

consumers became reluctant to miss 

work for hip and knee procedures or 

dealt with loss of health insurance 

from the economic crisis. Similarly, 

just as older generations may be 

concerned about the risk of infection 

in a COVID-19 environment, 

younger patients may seek to delay 

orthopedic surgeries to avoid 

missing work during recovery. They 

may also face loss of insurance due 

skyrocketing rates of 

unemployment. Even consumers 

who haven’t lost their jobs during 

the pandemic fear they will be 

unable to pay their medical 

expenses, with high-income earners 

more likely to delay surgeries. 

“The loss of revenue due to the lack 

of commercial insurance after the 

COVID-19 crisis will far exceed that 

felt during the Great Recession,” 

according to an analysis published in 

The Journal of Arthroplasty. If a 

return to total joint arthroplasty 

(“TJA”) is conducted in a safe and 

sustainable manner, “We anticipate 

a return to a new normal level of 

elective TJA by fiscal year 2021,” the 

authors state.  

With the loss of revenue from 

delayed procedures, many 

orthopedic practices have 

implemented employee layoffs and 

furloughs, in addition to other cost-

cutting moves. A June 2020 analysis 

found that during the first two 

months of the pandemic, the decline 

in orthopedics revenue and 

utilization represented more than 

half of volume and reimbursement 

typically seen in March and April: 

The Impact of COVID-19 on Orthopedic Practice Revenues 
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▪ Utilization fell 58 percent in 

March 2020 compared with 

March 2019 

▪ Revenue in April 2020 decreased 

59 percent year over year, while 

utilization dropped 58 percent 

Leading orthopedic groups are 

assessing their options for financial 

recovery, from strategies to deal 

with pent-up demand to the use of 

telehealth to evaluate patients 

virtually.  Orthopedic practices also 

are navigating options for 

emergency financial assistance, from 

CARES Act funding ($350 billion was 

designated for small businesses, 

including private orthopedic 

practices) to Small Business 

Administration  (“SBA”) loans, the 

Paycheck Protection Program, and, 

initially, the Medicare Accelerated 

and Advance Payment Program, 

which was suspended in late April 

due to other available options for 

assistance.  

“How do you weather this storm for 

two, three, or four months?” Lannie 

Tonnu, CFO, Orthopaedic Institute 

for Children, shared in a recent 

article. “The new normal will be 

different than what we used to have 

before.”  Also concerning: the 

graying of orthopedic surgery. 

During the 2008 recession, the 

average age of orthopedic surgeons 

was 50.7 years old. Today, most 

orthopedic surgeons are older: The 

average orthopedic surgeon is 56.5 

years old, and most that work full 

time are 40 to 59 years old, 

according to the American Academy 

of Orthopedic Surgeons. In a 

financially turbulent environment, 

some physicians may choose to 

retire rather than navigate COVID-19 

recovery and the challenges it 

brings. 

Determining the Right Path 

Forward 

Positioning a practice for a return to 

financial health following disruption 

of elective surgery revenue is no 

easy task for orthopedic groups. It 

requires that practices design a 

sustainable plan for resumption of 

elective surgeries, with a focus on 

the medical safety of patients and 

surgical staff. It necessitates targeted 

communications to key patient 

groups—particularly Baby Boomers 

and older seniors—to help patients 

feel secure in seeking needed care. It 

demands that orthopedic groups 

understand their options for 

emergency assistance. And it 

requires that practices ramp up cost-

cutting initiatives, such as by 

renegotiating contracts with vendors 

and facility leases, to mitigate losses 

associated with the pandemic. 

Orthopedic practices that are ideally 

suited to chart a path forward 

typically are distinguished by: 

▪ A strong management team 

▪ Opportunities to consolidate and 

centralize back office functions 

▪ Recognition as a market leader 

▪ The ability to generate significant 

volume from ancillary services  

▪ Ownership in ambulatory surgery 

centers 

As orthopedic practices consider 

their short-term and long-term 

options following COVID-19, a 

number of strategic options could 

hold strong appeal. 

If you’re an orthopedic 

surgeon, “How do you 

weather this storm for two, 

three, or four months?”  

—Lannie Tonnu, CFO, 

Orthopaedic Institute for 

Children 

During COVID-19, the Challenges of Financial Recovery  

Could Prompt Older Surgeons to Retire 

Source: “A Snapshot of U.S. Orthopaedic Surgeons: Results from the 2018 

OPUS Survey,” American Academy of Orthopedic Surgeons, Sept. 1, 2019, 

https://www.aaos.org/aaosnow/2019/sep/youraaos/youraaos01/. 
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For example, monetization of real 

estate owned by the practice could 

free illiquid equity capital better 

utilized to sustain a practice 

managing temporary revenue losses 

until volumes return to profitable 

levels. Taking advantage of existing 

ancillary services strategies by 

adding services such as imaging, 

physical therapy, durable medical 

equipment, laboratory, and pain 

management services, also could 

boost revenue in the short term and 

long term while providing a one-

stop shop for consumers—a tactic 

likely to appeal to aging Baby 

Boomers as they prepare for and 

recover from surgery.  

Other options for raising and 

deploying capital to not only sustain 

operations, but also accelerate 

growth include seeking ways to 

more effectively monetize or expand 

the orthopedic group’s patent 

portfolio; exploring opportunities to 

partner with healthcare startups, 

employers, Medicare advantage 

plans, or workers’ compensation 

administrators to improve health 

outcomes while reducing costs; and 

evaluating the potential to deliver 

virtual services—such as telehealth 

evaluations for orthopedic 

ailments—to appeal to consumers’ 

desire for virtual care and 

convenience or telemedicine 

consults to extend the practice’s 

reach beyond its primary service 

area. Relationships built through 

virtual care delivery could prove 

profitable in the long run, especially 

when individuals require surgical 

care further down the line. 

There are also various relationship 

models to consider, assuming the 

physician group is not interested in 

full hospital integration. Partnership 

with a health system, hospital, 

ambulatory surgery center, private 

equity investor, or other entity can 

help mitigate risk in a post-COVID-

19 environment; increase efficiency 

and access to new technologies, 

including virtual care platforms, to 

meet consumers’ post-pandemic 

preferences for care; more 

effectively position surgeons for 

success under value-based 

reimbursement models; and, in the 

case of private equity investment, 

monetize the practice’s value. 

Relationship models include: 

Exhibit 3.  Beyond Hospital Integration: Relationship Models for Orthopedic Groups’ Long-Term Success 
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Co-management agreements: 

Contracting with a hospital or health 

system to run the orthopedic service 

line under these agreements, ties 

performance to quality goals and 

other benchmarks, such as metrics 

under value-based contracts.  

Joint ventures: Recent examples 

include equity joint ventures 

between hospitals and orthopedic 

groups to open an ambulatory 

surgery center and regional joint 

ventures between orthopedic 

groups. 

Joint operating agreements, 

such as an agreement between a 

sports medicine group and a health 

system to collaborate on the 

construction of a jointly owned 

surgery center while maintaining 

their independence. 

Management services 

organizations (“MSOs”), which 

provide practice management and 

administrative support for 

orthopedic groups, such as an MSO 

launched by Florida Orthopaedic. 

Strategic or private equity 

investment in the orthopedic 

group, an increasingly popular 

option among orthopedic groups, 

given the wave of private equity 

orthopedic deals transacted from 

2018 to Q1 2020.   

H2C is uniquely positioned to assist orthopedic practices in identifying and 

evaluating the options available to them in a post-COVID-19 environment.  

Our approach begins with a thorough understanding of the practice, its market and financial position, and 

the short- and long-term objectives of the group overall. Recognizing that many different perspectives exist 

within a practice, whether due to seniority and tenure, sub-specialty, hospital affiliation, or other 

considerations, we understand the importance of consensus building in the process of charting any change 

in strategic direction.  

We believe in the power of markets and competition and use these forces to deliver on strategies designed 

to not only keep your organization from falling victim to external pressures as you embark on a path to 

financial recovery following the pandemic, but also to continue to thrive in future.  

Questions? Contact us. 
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About Hammond Hanlon Camp LLC 

Hammond Hanlon Camp LLC (“H2C”) is an independent strategic advisory and 

investment banking firm with a singular focus on healthcare. Our commitment to 

exceed our clients’ expectations begins with senior leadership on every 

engagement and continues with independent and objective strategic advice. Our 

belief in the markets and in the power of competition has resulted in loyal clients 

and long-term relationships. 

The experienced professionals at H2C are well positioned to serve as your trusted 

advisors. We have the expertise to understand the unique complexities of the 

healthcare industry and an in-depth knowledge of the range of potential 

alternatives essential to designing and implementing highly successful business 

and financial strategies. We bring in-depth knowledge and experience across the 

full continuum of care and across a wide range of healthcare-related businesses.  

H2C offers services in the following areas: 

▪ Strategy design, development, and execution 

▪ Mergers, acquisitions, and divestitures 

▪ Capital planning and management 

▪ Capital markets financial advisory and private placements 

▪ Real estate advisory and transaction execution services 

▪ Bankruptcy and restructuring  

 

About the Author 

William B. Hanlon III is a Principal of Hammond Hanlon 

Camp LLC (“H2C”). As a trusted advisor to prominent 

healthcare organizations across the country in the design 

and execution of growth strategies and capital financing 

transactions, Bill’s direct financing and advisory experience 

includes both public and private debt and equity offerings 

as well as acquisition, divestiture and joint venture 

transactions for a variety of healthcare services and 

technology companies.  

 Contact Bill Hanlon at bhanlon@h2c.com. 
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